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ABSTRACT 



The Comptroller General of the United States testified 
before Congress regarding the General Accounting Office's (GAO's) framework 
for building the information technology (IT) work force to achieve results. 
The following were among the key points of his testimony: (1) the federal 

government is facing pervasive human capital challenges that are eroding the 
ability of many agencies to perform their missions economically, efficiently, 
and effectively; (2) many parties, including the President, federal 
department and agency leaders, Congress, the private sector, and academia, 
will need to work to address the government's human capital problem; (3) 
human capital issues are having a particular bearing on the IT area inasmuch 
as the federal government's ability to acquire and use IT successfully will 
hinge on its ability to build, prepare, and manage its IT work force; and (4) 
federal agencies must overcome these two basic challenges related to IT human 
capital: a shortage of skilled workers and the need to provide a broad range 
of related staff training and development. (The following items are appended: 
the GAO's human capital framework; examples of federal agencies with human 
capital challenges; and a list of the responsibilities of selected 
agencies/organizations and sectors for the addressing human capital 
challenges.) (MN) 



United States General Accounting Office 



GAO Testimony 

Before the Subcommittee on Technology and 
Procurement Policy 

Committee on Government Reform, U.S. House of 
Representatives 

HUMAN CAPITAL 

Building the Information 
Technology Workforce to 
Achieve Results 



For Release on Delivery 
Expected at 10:00 a.m. EST 
Tuesday July 31, 2001 



Statement of David M. Walker 
Comptroller General of the United States 



U.S. DEPARTMENT OF EDUCATION 
Office of Educational Research and Improvement 
EDUCATIONAL RESOURCES INFORMATION 

/ r CENTER (ERIC) 

This document has been reproduced as 
received from the person or organization 
originating it. 

□ Minor changes have been made to 
improve reproduction quality. 



• Points of view or opinions stated in this 
document do not necessarily represent 
official OERI position or policy. 




CT- 

Oo 

o 



'N 

o 



GAO-01-1007T 



^ERLC 




2 



BEST COPY AVAILABLE 



Human Capital: Building the Information 
Technology Workforce to Achieve Results 



Mr. Chairman and Members of the Subcommittee: 

I appreciate the opportunity to discuss with you this morning the federal 
government’s strategic human capital management challenges, with 
particular emphasis on the information technology area. 

No management issue facing federal agencies could be more critical to 
their ability to serve the nation than their approach to attracting, retaining, 
and motivating people. The need is a reflection of the times: Our society 
has transitioned from the industrial age to the knowledge age, and people 
are the source of all knowledge. Every organization today depends on its 
people to contribute knowledge, create knowledge, and put knowledge to 
practical use. Federal agencies are no different. For these organizations, 
having sufficient numbers of people on board with the right mix of 
knowledge and skills will make the difference between success and 
failure. This is especially true in the information technology area, where 
widespread shortfalls in human capital have contributed to demonstrable 
shortfalls in agency and program performance. 

I would like to make two main points: 

First, the federal government today faces pervasive human capital 
challenges that are eroding the ability of many agencies — and threatening 
the ability of others — to economically, efficiently, and effectively perform 
their missions. Many parties will need to work to address these challenges, 
including the President, department and agency leaders, the Office of 
Management and Budget, the Office of Personnel Management, the 
Congress, the private sector, foundations and academia, and even the 
press. 

Second, how successfully the federal government acquires and uses 
information technology will continue to hinge on its ability to build, 
prepare, and manage its information technology workforce. However, 
agencies must overcome two basic challenges related to IT human capital: 
a shortage of skilled workers and the need to provide a broad range of 
related staff training and development. These are essential challenges to 
address so that the managers and staff can effectively operate and 
maintain government systems, adequately oversee related contractor 
support, and deliver responsive service to the public. 

In addition to discussing these two main points, at the Subcommittee’s 
request I will briefly discuss selected GAO human capital efforts. Also, I 
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Background: What We 
Mean By “Human 
Capital” 



will briefly discuss human capital challenges facing the government’s 
acquisitions workforce. 



We at GAO use the term “human capital” because — in contrast to 
traditional terms such as personnel and human resource management — it 
focuses on two principles that are critical in a modem, results-oriented 
management environment. First, people are assets whose value can be 
enhanced through investment. As the value of people increases, so does 
the performance capacity of the organization and therefore its value to 
clients and other stakeholders. As with any investment, the goal is to 
maximize value while managing risk. Second, an organization’s human 
capital approaches must be aligned to support the mission, vision for the 
future, core values, goals and objectives, and strategies by which the 
organization has defined its direction and its expectations for itself and its 
people. An organization’s human capital policies and practices should be 
designed, implemented, and assessed by the standard of how well they 
help the organization pursue these intents and achieve related results. 

It is clear that, in many government entities and functional areas such as 
information technology and acquisitions, the transition to modem, results- 
oriented management — and along with it, to strategic human capital 
management — will require a cultural transformation. Hierarchical 
management approaches will need to yield to partnerial approaches. 
Process-oriented ways of doing business will need to yield to results- 
oriented ones. And siloed organizations will need to become integrated 
organizations if they expect to make the most of the knowledge and skills 
of their people. Government entities that expect to ensure accountability 
for performance and make the best use of their human capital will need to 
build a solid foundation in strategic planning and organizational alignment, 
leadership and succession planning, recruiting and training the best 
possible talent, and creating a strong performance culture — including 
appropriate performance measures and rewards and a focus on 
continuous learning and knowledge management. 

A key step for agencies is to focus on human capital as a strategic asset. 
Agencies can begin by assessing how well their existing human capital 
approaches support their missions, goals, and other organizational needs. 
A useful self-assessment tool is our human capital checklist, which 
identifies a number of human capital elements and underlying values that 
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are common to high-performing organizations. 1 (See attachment I.) We 
have used the checklist’s assessment framework to guide our recent 
inquiries into human capital issues across the federal government and at 
specific agencies, some of which are using the framework in their human 
capital planning efforts. We have also used this framework to assess and 
guide our own internal GAO efforts. 



Strategic Human 
Capital Management: 
Confronting The High- 
Risk Challenge 



High-performing organizations in the private and public sectors have long 
understood the relationship between effective “people management” and 
organizational success. However, the federal government, which has often 
acted as if federal employees were costs to be cut rather than assets to be 
valued, has only recently received its wake-up call. As our January 2001 
Performance and Accountability Series reports made clear, serious federal 
human capital shortfalls are now eroding the ability of many federal 
agencies — and threatening the ability of others — to economically, 
efficiently, and effectively perform their missions. 2 Agencies’ strategic 
human capital management challenges involve such key areas as strategic 
human capital planning and organizational alignment; leadership 
continuity and succession planning; acquiring and developing staffs whose 
size, skills, and deployment meet agency needs; and creating result s- 
oriented organizational cultures. Attachment II provides examples of the 
federal government’s pervasive human capital challenges, from military 
recruitment shortfalls at the Department of Defense to staff and skills 
losses at the National Aeronautics and Space Administration to inadequate 
workforce planning at the Environmental Protection Agency. 



In January 2001, we added strategic human capital management to our list 
of federal programs and operations identified as high risk. 3 However, we 
continue to stress that federal employees are not the problem. Rather, the 
problem is a long-standing lack of effective leadership and management, 
along with the lack of a strategic approach to marshaling, managing, and 
maintaining the human capital needed for government to discharge its 



1 See Human Capital: A Self-Assessment Checklist for Agency Leaders (GAO/OCG-00-14G, 
Sept 2000). 

2 Peiformance and Accountability Series — Major Management Challenges and Program 
Risks: A Governmentwide Perspective (GAO-Ol-241, Jan. 2001). In addition, see the 
accompanying 21 reports, numbered GAO-Ol-242 through GAO 01-262, on specific agencies. 

3 High-Risk Series: An Update (GAO-0 1-263, Jan. 2001). In addition, see Human Capital: 
Meeting the Governmentwide High-Risk Challenge (GAO-0 1-357T, Feb. 1, 2001). 
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responsibilities and deliver on its promises. After a decade of government 
downsizing and curtailed investments in people, it is becoming 
increasingly clear that today’s federal human capital strategies are not 
appropriately constituted to meet the current and emerging needs of the 
nation’s government and its citizens. The federal government’s approach 
to people management includes a range of outmoded attitudes, policies, 
and practices that warrant serious and sustained attention. To view federal 
employees as costs to be cut rather than as assets to be valued would be to 
take a narrow and shortsighted view — one that is obsolete and must be 
changed. 

Ever since we added strategic human capital management to our high-risk 
list, we have been asked what would need to happen for it to be removed. 
Clearly, we will need to see measurable and sustainable improvements in 
the economy, efficiency, and effectiveness with which the government as a 
whole and the individual agencies manage their workforces to achieve 
their missions and goals. I believe that congressional hearings such as 
today’s demonstrate that the momentum for these improvements is 
building, but the process will undoubtedly take time. 

Clearly, there is very little time to waste. Changes in the demographics of 
the federal workforce, in the education and skills required of its workers, 
and in employment structures and arrangements are all continuing to 
unfold. The federal workforce is aging; the baby boomers, with their 
valuable skills and experience, are drawing nearer to retirement; new 
employees joining the federal workforce today have different employment 
options and different career expectations from the generation that 
preceded them. In response to an increasingly competitive job market, 
federal agencies will need the tools and flexibilities to attract, retain, and 
motivate top-flight talent. More and more, the work that federal agencies 
do requires a knowledge-based workforce that is sophisticated in new 
technologies, flexible, and open to continuous learning. This workforce 
must be adept both at delivering services directly and at effectively 
managing the cost and quality of services delivered by third parties on the 
government’s behalf. Agencies’ employment structures and working 
arrangements will also be changing, and the workplace will need to 
accommodate a greater mix of full-time, part-time, and temporary 
workers; more contracting-out; less job security; and the possibilities of 
additional government downsizing and realignments. 

With these challenges in mind, it is clear that federal agencies must not 
wait to modernize their human capital policies and practices. Key 



Page 4 



GAO-01-1007T 




6 



Human Capital: Building the Information 
Technology Workforce to Achieve Results 



elements such as hiring, staffing, compensation, promotions, training and 
development, and performance management all need to be aligned with 
organizational missions and goals, and must be approached as interrelated 
parts of a coherent human capital management strategy. Other elements 
must also be considered. In the information area in particular, other key 
elements will include sourcing, contract oversight, knowledge 
management, and systems development. Overall, and in critical 
occupational areas, agencies can and must take the initiative to be more 
competitive in attracting new employees with needed skills; design and 
implement modem, effective and credible performance evaluation 
systems; create the kinds of performance incentives and training programs 
that motivate and empower employees; and build labor-management 
relationships that are based on common interests and the public trust. To 
shape human capital strategies that support their specific needs and 
circumstances, agencies must give strategic human capital management 
the enhanced and sustained attention it deserves, modernize their existing 
human capital policies and practices, and identify and make use of the 
tools and flexibilities available to them under current law. 

To address the federal government’s human capital challenges as a whole, 
we believe a three-stage approach is appropriate. First, agencies must take 
all administrative steps available to them under current laws and 
regulations to manage their people for results. Much of what agencies 
need to accomplish by way of focusing on human capital management is 
already available to them . 4 They will, however, need the sustained 
commitment from top management and the support from both the Office 
of Management and Budget (OMB) and the Office of Personnel 
Management (OPM) to make the most of their existing authorities. Second, 
the Administration and the Congress should pursue selected legislative 
opportunities to put new tools and flexibilities in place that will help 
agencies attract, retain, and motivate employees — both overall and, 
especially, in connection with critical occupations such as those in IT. 
Third, all interested parties should work together to determine the nature 
and extent of more comprehensive human capital (or civil service) 
reforms that should be enacted over time. These reforms should include 
greater emphasis on skills, knowledge, and performance in connection 
with federal employment and compensation decisions, rather than the 
passage of time and rate of inflation, as is often the case today. 



4 See Human Capital: Taking Steps to Meet Current and Emerging Human Capital 
Challenges (GAO-01-965T, July 17, 2001). 
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Mr. Chairman, as is clear from the array of witnesses you have gathered 
for today’s hearing, addressing the federal government’s human capital 
challenges is a responsibility shared by many parties. This includes the 
President, department and agency leaders, OMB, OPM, the Congress, the 
private sector, foundations and academia, and even the press. (See 
attachment HI). As I have noted elsewhere, strategic human capital 
management has yet to find the broad conceptual acceptance or political 
consensus needed for comprehensive legislative reform to occur. In this 
sense, human capital remains the missing link in the framework of federal 
management reforms enacted by the Congress over the past decade — 
reforms that addressed such essential elements of high performing 
organizations as financial management, information technology 
management, and results-oriented goal-setting and performance 
measurement. However, I believe that the day is approaching when we will 
see comprehensive federal human capital legislative reform. The essential 
ingredients for progress in this area are leadership, vision, commitment, 
persistence, communications, and accountability. 

Notably, OPM and OMB have taken steps in the past year to help raise 
awareness of the federal government’s human capital challenges and to 
encourage and enable agencies to make progress in this area. For 
example, OPM has begun stressing to agencies the importance of 
integrating strategic human capital management with agency planning and 
has also been focusing more attention on developing tools to help 
agencies, such as new Senior Executive Service performance standards 
and a workforce planning model with associated Web-based research 
tools. Some of OPM’s efforts have been directed specifically at addressing 
human capital challenges in the information technology area. For example, 
in January 2001, OPM created a new special-rate authority to boost the pay 
of approximately 33,000 current federal information technology workers 
covered by the General Schedule (GS) at grades GS-5, 7, 9, 11, and 12. Both 
current and new federal employees are covered by the new pay rates. 
Further, OPM has issued a new “job family” classification standard for IT- 
related positions that revises and updates the previous standard and 
incorporates many formerly separate IT-related occupations into one. The 
new special pay rates and classification standard are intended to give 
agencies more flexibility in their IT-related recruiting and retention efforts. 

OMB’s role in setting govemmentwide management priorities and defining 
resource allocations will be critical to inducing agencies to integrate 
strategic human capital into their core business processes. Toward that 
end, OMB has made strategic management of human capital one of the five 
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key elements of the President’s Management and Performance Plan, along 
with budget and performance integration, expand competitive sourcing, 
improving financial performance, and expanding e-govemment. 

OMB’s current guidance to agencies on preparing their strategic and 
annual performance plans states that the plans should set goals in such 
areas as recruitment, retention, and training, among others. Further, early 
this year, OMB instructed agencies to submit a workforce analysis by June 
29, 2001. Each agency’s analysis was to include summary information on 
the demographics of the agency’s permanent, seasonal, and temporary 
workforce; projected attrition and retirements; an evaluation of workforce 
skills; expected changes in the agency’s work; recruitment, training, and 
retention strategies being implemented; and barriers to maintaining a high- 
quality and diverse workforce. The information that agencies were to 
develop may prove useful in identifying human capital areas needing 
greater attention and, moreover serve as an important first step toward the 
development of agency-specific 5-year restructuring plans in the context of 
the agencies’ fiscal year 2003 budget requests and annual performance 
plans. 

Our experience so far indicates that most agencies have a way to go before 
producing human capital strategies that are integrated with their strategic 
and programmatic planning processes. For example, earlier this year, we 
reported on the extent to which the 24 agencies covered by the Chief 
Financial Officers Act discussed human capital issues in their fiscal year 
2001 performance plans. 6 Overall, agencies’ plans reflected different levels 
of attention to human capital, ranging from merely identifying human 
capital challenges to putting forward solutions to address those 
challenges, such as defining actual plans, committing resources, and 
assigning accountability. We found that, in general, agencies needed to 
increase the breadth, depth, and specificity of many related human capital 
goals and strategies and to better link them to the agencies’ strategic and 
programmatic planning. Currently, we are preparing a summary of 
agencies’ attention to human capital issues in their fiscal year 2002 
performance plans. Although the summary is not yet complete, our 
preliminary review indicates that the agencies continue to have difficulty 



6 Managing for Results: Human Capital Management Discussions in Fiscal Year 2001 
Performance Plans (GAO-Ol-236, Apr. 24, 2001). As part of the Government Performance 
and Results Act annual performance planning requirements, agencies are to establish 
results-oriented performance goals and describe the strategies and resources — including 
human capital — needed to accomplish those goals. 
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